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ABSTRAK 
 Polisi pengurusan modal kerja sering dianggap sebagai faktor utama yang 
mempengaruhi operasi dan kesejahteraan kedudukan kewangan sesebuah 
firma secara keseluruhannya. Dalam  kajian yang melibatkan syarikat-
syarikat yang disenaraikan di Bursa Malaysia dalam sektor perdagangan, 
perkhidmatan dan pengguna ini, polisi pengurusan modal kerja telah 
dikategorikan mengikut dasar pelaburan aset jangka pendek, dasar 
pembiayaan aset jangka pendek dan kecekapan dalam menguruskan modal 
kerja. Dengan menggunakan analisis data panel, model kesan tetap (fixed 
effects) mendedahkan bahawa di antara ketiga-tiga metrik pengurusan modal 
kerja, kos modal memberi kesan moderator hanya ke atas hubungan antara 
dasar pembiayaan aset jangka pendek firma dengan keteguhan kewangan. 
Kajian ini menunjukkan bukti empirikal bahawa apabila kos modal firma 
meningkat, hubungan negatif di antara polisi pembiayaan aset jangka pendek 
firma dan keteguhan kewangan akan berkurangan. Walau bagaimanapun, kos 
modal tidak memainkan peranan sebagai moderator terhadap kesan dasar 
pengurusan modal kerja yang lain (iaitu polisi jangka pendek pelaburan aset 
dan kecekapan pengurusan modal) ke atas keteguhan kewangan. Kajian ini 
juga menunjukkan bukti empirikal bahawa kos modal tidak mempunyai 
banyak kaitan dengan keteguhan kewangan firma. Kajian ini mempunyai 
implikasi ke atas perspektif teori dan  pengurusan. Dari perspektif teori, oleh 
kerana komponen modal kerja firma dianggap sebagai sumber penting, 
terdapat bukti empirikal bahawa polisi pengurusan modal kerja memberi 
kesan yang signifikan terhadap keteguhan kewangan firma. Dari perspektif 
pengurusan, analisis moderator membantu pengurus kewangan membuat 
keputusan mengenai polisi pengurusan modal kerja. Secara lebih khusus lagi, 
apabila kos modal firma menjadi lebih tinggi, kesan negatif polisi 
pembiayaan aset jangka pendek yang agresif terhadap keteguhan kewangan 
akan berkurangan. Dalam keadaan ini, pihak pengurusan firma boleh 
menyokong satu dasar pembiayaan aset jangka pendek yang agresif kerana 
kesan negatifnya kini berkurangan. 
 
 Kata kunci: kos modal, kesan tetap (fixed effects), pengurusan modal kerja, 
keteguhan kewangan, analisis data panel. 
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ABSTRACT 
Working capital management policies have been touted as key to influencing 
a firm’s operational and overall financial well-being.  In this study involving 
Malaysian firms in the trading, services and consumer sectors, working 
capital management policies were categorized by its short-term asset 
investment policy, its short-term asset financing policy and its efficiency in 
managing its working capital. Using panel data analysis, the fixed effects 
model reveals that among the three working capital metrics, only a firm’s 
short-term asset financing policy’s relationship with financial health was 
moderated by its cost of capital. The study provides empirical evidence that 
when a firm’s cost of capital increases, the negative relationship between its 
short-term asset financing policy and its financial health seems to weaken. 
However, cost of capital does not play a moderating role on the effects of a 
firm’s other working capital policies (short-term asset investment policy and 
working capital management efficiency) on financial health. The study also 
provides empirical evidence that cost of capital has little to do with a firm’s 
financial health. This study has implications on both theoretical and 
managerial perspectives. From a theoretical perspective, since a firm’s 
working capital components are considered important resources, the findings 
imply that working capital policies seem to significantly affect financial 
health.  From a managerial perspective, moderator analysis helps finance 
managers make decisions on working capital policy matters. More 
specifically, when a firm’s cost of capital becomes higher, the negative 
impact of its aggressive short-term asset financing policy on financial health 
is now reduced. In other words, its management can advocate an aggressive 
short-term asset financing policy since its negative impact is now lessened. 
 
Keywords: cost of capital; moderating effects; working capital management; 
financial health; panel data analysis. 
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CHAPTER ONE 
INTRODUCTION 
 
1.0 Introduction 
 
Major theories in the study of corporate finance over the years have concentrated on 
long-range financial decisions such as investment appraisal, capital structure, payout 
decisions and other financial strategy formulations.  These areas of finance were 
deemed to be relatively more productive in terms of time, resources and energy 
spent. Perhaps, this is because long-term investment and financing decisions provide 
future cash flows which when discounted determine the market value of the firm.  
Although these areas of finance are still taking precedence and stealing the limelight, 
short-term decision studies regarding current assets and liabilities have increasingly 
begun to get noticed. Fears that a firm’s liquidity position is at stake have become 
common and steps need to be taken so that liquidity and eventual bankruptcy is 
unthreatened. Over the years, researchers have realized that the ‘oil’ of working 
capital is needed for the ‘engine’ of non-current assets to function. For instance, 
Fazzari and Petersen
1
 (1993) emphasized the advantage of a good working capital 
management plan to ensure firms smooth fixed capital investment in the face of cash-
flow shocks.  
 
In the late 1970’s and early 1980’s, Pass and Pike2 (1984) pointed out that liquidity 
concerns had been increasingly discussed amongst finance practitioners and 
researchers. Following these concerns, firms were beginning to adopt and adapt 
strategies within the firm to manage and improve cash flows even during favorable 
                                                 
1
 Fazzari and Petersen (1993) in their paper on the role of working capital on investment smoothing 
among US firms suggest that finance constraints link inventory movement and cash flow. 
2
 Pass and Pike (1984) explained that working capital management involves ensuring firm 
profitability    and maintaining sufficient liquidity levels to meet short-term obligations. 
 
The contents of 
the thesis is for 
internal user 
only 
164 
 
References 
Afza, T. & Nazir, M.S. (2007, February 24-25). Working Capital Management 
Policies of Firms: Empirical Evidence from Pakistan. Paper presented at the 9th 
South Asian Management Forum (SAMF), North South University, Dhaka, 
Bangladesh. 
 
Agarwal, V. & R. Taffler, (2007). Twenty-five years of the Taffler Z-score model: 
does it really have predictive ability? Accounting and Business Research, 37(4), 285-
300. 
 
Agarwal, V. & R. Taffler, (2008). Comparing the performance of market-based and 
accounting - based bankruptcy prediction models. Journal of Banking and Finance, 
32, 1541-1551. 
 
Aguinis, H. (1995). Statistical Power problems with moderated multiple regression in 
management research.   Journal of Management, 21(6), 1141 – 1158. 
 
Aharony, J., Jones, C.P. & Swary, I. (1980). An Analysis of Risk and Return 
Characteristics of Corporate Bankruptcy Using Capital Market Data. Journal of 
Finance, 35, 1001-1016.  
 
Aiken, L. S. & Stephen, G. W. (1991) Multiple Regression: Testing and Interpreting 
Interactions. Newbury Park, Calif  : Sage Publications,   
 
Allen, R., Hermanson, D. R., Kozloski, T. M. & Ramsay, R. J. (2006). Auditor risk 
assessment: insights from the academic literature. Accounting Horizons 20(2), 157–
177. 
 
Altman E. I. (1968). Financial Ratios, Discriminant Analysis and the Prediction of 
Corporate Bankruptcy. Journal of Finance, 23(4), 589-609. 
 
Altman, E.I., Haldeman, R. & Narayanan, P. (1977). ZETA analysis: new model to 
identify bankruptcy risk of corporations, Journal of Banking & Finance, 1(1), 29-54. 
 
Altman, E.I., & La Fleur, J. K. (1981), Managing a Return to Financial Health, 
Journal of Business Strategy, 2 (1), 31-38.  
 
Almus, M. (2002). What characterizes a fast-growing firm? Applied Economics, 
34(12), 1497 – 1508. 
 
Ang, J.S., Chua, J.H., & McConnell, J.J.  (1982). The administrative costs of 
corporate bankruptcy: A note.  Journal of Finance, 37, 219-226.  
 
Arnold, G. (1998). Corporate Financial Management 1st Edition. London: Pitman 
Publishing. 
 
Arnold, H. J., & Evans, M. G. (1979). Testing multiplicative models does not require 
ratio scales. Organizational Behaviour and Human Performance, 24, 41-59. 
165 
 
Arrelano,M (2003). Panel data Econometrics, New York: Oxford University Press 
Incorporated. 
 
Ashraff, C.R. (2012). The relationship between working capital efficiency and 
Profitability. Journal of Management and Accounting, 5(12), 60-74. 
 
Athukorala, Prema Chandra, (2002). Malaysian Trade Policy and the 2001 WTO 
Trade Policy Review. The World Economy,  25 (9), 1297–1317. 
 
Back, B., Laitinen, T. and Sere, K. (April, 1994). Neural Networks and Bankruptcy 
Prediction. Paper presented at the 17th Annual Congress of the European 
Accounting Association, Venice, Italy. 
 
Bae, K.H., & Goyal, V.K. (2009). Creditor rights, enforcement and bank loans. 
Journal of Finance, 64, 823-861.  
 
Baltagi, K.H. (2005). Econometric analysis of panel data (5th Edition). Chichester, 
West Sussex: John Wiley & Sons Ltd. 
 
Baltagi, B. H. (2008). Econometric analysis of panel data (6
th
 Edition). Chichester, 
West Sussex: John Wiley & Sons Ltd. 
 
Baltagi B.H., Jung, B.C. & S.H. Song, S.H. (2008). Testing for Heteroscedasticity 
and Serial Correlation in a Random Effects Panel Data Model. Center for Policy 
Research, Paper 56, Syracuse University, USA. 
 
Baron, R. M., & Kenny, D. A. (1986). The Moderator- Mediator Variable Distinction 
in Social Psychological Research: Conceptual, Strategic, and Statistical 
Considerations. Journal of Personality and Social Psychology, 51(6), 1173-1182. 
 
Baum, C.F. (2006). An Introduction to Modern Econometrics Using STATA, Stata 
Press. 
 
Bhattacharya, H. (2001). Working Capital Management: Strategies and Techniques, 
New Delhi: Prentice Hall. 
 
Beaver, W. (1966).  Financial ratios as predictors of failure. Journal of Accounting 
Research, 4 (Supplement), 71-111. 
 
Bekaert, G. (1995). Market integration and investment barriers in emerging equity 
markets. World Bank Economic Review.  9(1), 75–107. 
 
Bekaert, G., Harvey, C.H., Lundblad, C. & Siegel, S. (2007). Global growth 
opportunities and market integration. Journal of Finance, 62(3), 1081–1137. 
 
Belsey, D.A., Kuh,D. & Welsch,R.E. (1980). Regression Diagnostics: Identifying 
Influential Data and Sources of Collinearity. New York: John Wiley and Sons. 
 
166 
 
Bennet, P.D. & Harrell, D.H. (1981). The role of confidence in understanding and 
predicting buyers’ attitudes and purchase intentions. Journal of Consumer Research, 
2 (September), 110-117. 
 
Benston, G. J., Bromwich, M., & Wagenhofer, A. (2006). Principles- versus rules-
based accounting standards: the FASB’s standard setting strategy. Abacus 42(2), 
165–188. 
 
Bernstein, L. (1993). Financial Statement Analysis: Theory, Application and 
Interpretation, 5th ed., Homewood, IL: Richard D. Irwin.  
 
Bertrand, M., Duo, E. & Mullainathan, S. (2004). How much should we trust 
differences-in-differences estimates? Quarterly Journal of Economics, 119 (1), 249-
275. 
 
Bhattacharya, H. (2001). Working Capital Management: Strategies and Techniques,    
New Delhi: Prentice Hall. 
 
Boisjoly, R.P. (2009). The Cash Flow Implications of Managing Working Capital 
and Capital Investment. Journal of Business & Economic Studies, 15(1), 98-108. 
 
Bond, R.S. (2002), Dynamic Panel Data Models: A Guide to Micro Data Methods 
and Practice, The Institute for fiscal studies, Department of Economics, UCL 
Cenmap Working Paper CWP09/02. 
 
Breusch, T. & Pagan, A. (1980). The LM Test and its applications to model 
specification in Econometrics. Review of Economic Studies, 47, 238-254. 
 
Brigham, E.F. & Gapenski, L. (1997). Financial Management Theory and Practice, 
8th ed. Fort Worth Texas: The Dryden Press. 
 
Bruner, R.F., Eades, K.M., Harris, R.S. & Higgins, R.C. (1998). Best Practices in 
Estimating the Cost of Capital: Survey and Synthesis.  Financial Practice and 
Education, 8, 13-28. 
 
Cagle, C.S., Campbell, S.N. & Jones, K.T. (2013).  Analyzing Liquidity Using the 
Cash Conversion Cycle. Journal of Accountancy, 215(5), 44-48. 
 
Cameron, A.C. & Trivedi, P.K. (2009). Microeconometrics Using Stata:  Stata Press. 
 
Campello, M., Graham, J.R. & Harvey, C. R. (2009). The Real Effects of Financial 
Constraints: Evidence from a Financial Crisis. Journal of Financial Economics, 97, 
470 – 487. 
 
Capon, N., Farley, J. & Hoenig, S. (1990). Determinants of Financial Performance: 
A Meta-Analysis. Management Science, 36(10), 1143-1159. 
 
Carpenter, R., Fazzari, S., & B. Petersen (1994). Inventory (dis)investment, internal 
finance fluctuations, and the business cycle. Brookings Papers in Economic Activity, 
2, 75-122. 
167 
 
Carcello, J., Hermanson,D. & Huss, F. (1995). Temporal changes in bankruptcy-
related reporting. Auditing: A Journal of Practice and Theory,  (Fall), 133-143. 
Casey, C.J., McGee, V.E. & Stickney, C.P. (1986). Discriminating between 
reorganized and liquidated firms in bankruptcy. The Accounting Review, April, 1986, 
249-62. 
 
Charitou, A., Neophytou, E. & Charalambous, C. (2004). Predicting corporate 
failure: empirical evidence for the UK, European Accounting Review, 13(3), 465-
497. 
 
Cheatham, C. (1989). Economizing on cash investment in current assets. Managerial 
Finance, 15(6), 20-25. 
 
Chen, K. C. W., and Church, B. K. (1992). Default on debt obligations and the 
issuance of going concern opinion. Auditing: A Journal of Practice and Theory, 
11(2), 11–23. 
 
Chiou, J. R. and Cheng, L. (2006). The Determinants of Working Capital 
Management. Journal of American Academy of Business, 10(1), 149-155. 
 
Cho, S., Fu, L. & Yu, Y. (2012). New risk analysis tools with accounting changes: 
adjusted Z-score. The Journal of Credit Risk.  8(1), 89-108. 
 
Christensen, P.O., Feltham, G.A. & Wu, M. (2002). ‘Cost of Capital' in Residual 
Income for Performance Evaluation. The Accounting Review, 47, 1-23. 
 
Citron, D.B. & Taffler, R.J. (1992). The audit report under going concern 
uncertainties: an empirical analysis. Accounting and Business Research, 22(88), 337-
345. 
 
Claessens, S., Djankov, S. & Xu, L.C. (2000). Corporate Performance in the East 
Asian Financial Crisis. World Bank Research Observer. 15 (1), 23-46. 
 
Christopher, S. B., & Kamalavalli, A. L. (2009). Sensitivity of profitability to 
working capital management in Indian corporate hospitals. Working paper, NCrM 
College. 
 
Cohen, J. & Cohen, P. (1983). Applied multiple regression/correlation analysis for 
the behavioral sciences. Hillsdale: Erlbaum. 
 
Cook, T. D., & Campbell, D. T. (1979). Quasi-experimentation: Design and analysis 
issues for field settings. Boston: Houghton-Mifflin. 
 
Cornett, M. M., McNutt, J. J., Strahan, P. E. & Tehranian, H. (2011). Liquidity Risk 
Management and Credit Supply in the Financial Crisis. Journal of Financial 
Economics, 101, 297 – 312. 
 
Cowling, M. (2004). The growth-profit nexus. Small Business Economics. 22 (1), 1-
9. 
168 
 
Da, Z., Guo, R., & Jagannathan, R. (2012). CAPM for estimating the cost of equity 
capital: Interpreting the empirical evidence. Journal of Financial Economics, 103 
(2012), 204-220. 
 
Davidsson, P., Steffens, P. & Fitzsimmons, J. (2009). Growing profitable or growing 
from profits: Putting the horse in front of the cart? Journal of Business Venturing, 
24(4), 388-406. 
 
Davidsson, P. & Wiklund, J. (2000). Conceptual and empirical challenges in the 
study of firm growth. In Sexton, D. and Landström, H. (Eds.), The Blackwell 
Handbook of Entrepreneurship, pp. 26-44. Oxford, MA: Blackwell Business. 
 
Deakin, E. (1972). A discriminant analysis of predictors of business failure. Journal 
of Accounting Research, Spring 1972, 167-179. 
 
Deloof, M. (2003). Does Working Capital Management Affect Profitability of 
Belgian Firms? Journal of Business, Finance and Accounting, 30(3-4), 573-587. 
 
Deloof, M. & Jegers, M, (1999), Trade Credit, Corporate Groups, and the Financing 
of Belgian Firms, Journal of Business Finance and Accounting, 26, 945-966. 
 
Delmar, F., Davidsson, P. & Gartner, W. (2003). Arriving at the high-growth firm. 
Journal of Business Venturing, 18(2), 189-216. 
 
Dopuch, N., Holthausen, R.W.  & Leftwich, R.W. (1987). Predicting audit 
qualifications with financial and market variables. The Accounting Review, 37(3), 
431-54. 
 
Drukker, D.M. (2003). Testing for serial correlation in linear panel data models. The 
Stata Journal, 3 (2), 168-177. 
 
Dunn, P. & Cheatham, L. (1993). Fundamentals of small business financial 
management for start-up, survival, growth, and changing economic circumstances. 
Managerial Finance, 19(8), 1-13. 
 
Elton, E.J. & Gruber, M.J. (1970). Marginal Stockholder Tax Rates and the Clientele 
Effect. The Review of Economics and Statistics, 52(1), 68-74. 
 
Etiennot, H., Preve, L.A., Allende, V.S., (2012). Working Capital Management: An  
Exploratory Study. Journal of Applied Finance, 1, 162-175.  
 
Estrada J. (2000). The Cost of Equity in Emerging Markets: A Downside Risk 
Approach. Emerging Markets Quarterly, (Fall 2000), 19-30. 
 
Fama, E.F. & French, K.R. (2004). The Capital Asset Pricing Model: Theory and 
Evidence. The Journal of Economic Perspectives, 18(3), 25-46. 
 
Fazzari, S.M.  & Petersen, B.C. (1993). Working Capital and Fixed Investment: New 
Evidence on Financing Constraints. Journal of Economics, 24 (3), 328-341. 
169 
 
Filbeck, G. & Krueger, T. (2005). An analysis of working capital management 
results across industries. Mid- American Journal of Business, 20(2), 11-18. 
 
Fitzpatrick, P.J. (1932). Transitional Stages of Business failure, The Accounting 
Review, 9(4), 337-340 
 
Foong, Swee-Sim, & Goh, Kim -Leng, (2010). Measuring the cost of equity of 
emerging market firms; The Case of Malaysia.  Asian Academy of Management 
Journal of Accounting and Finance, 6(1), 25-46. 
 
Foster, J. B. & Magdoff, F. (2009). The Great Financial Crisis: Causes and 
Consequences. New York, US: Monthly Review Press. 
 
Freund, R., Littell, R. & Creighton, L. (2003).  Regression Using JMP. Cary, NC: 
SAS Institute Inc.  
 
Fry, J.N. (1971). Personality Variables and Cigarette Brand Choice, Journal of 
Marketing Research, 8 (August), 298-304. 
 
Gabaix, X. & Landier, A. (2008). Why has CEO pay increased so much? Quarterly 
Journal of Economics, 123, 49–100. 
 
Gardner M. J., Mills D. L. & Pope R. A. (1986). Working Capital Policy and 
Operating Risk: An Empirical Analysis. Financial Review, 21(3), 31. 
 
Ghiselli, E.E., (1972), Comment on the use of moderator variables. Journal of 
Applied Psychology, 56 (June), 270. 
Giddy, I.H. (1981). The cost of capital in the international firm. Managerial and 
Decision Economics, 2 (4), 263-271. 
Gilbert, L., Menon, K., & Schwartz, K.B. (1990). Predicting bankruptcy for firms in 
financial distress. Journal of Business, Finance and Accounting, 17(1), 161-171. 
Gitman, L.J. (1974). Estimating Corporate Liquidity Requirements: A Simplified 
Approach. Financial Review, 9, 79-88 
 
Gode, D., & Mohanram, P. (2003). Inferring the cost of capital using the Ohlson-
Juettner Model. Review of Accounting Studies, 8(4), 399-431. 
 
Gujerati, Damodar N. 2003. Basic Econometrics, 4th Ed. New York: McGraw-Hill 
 
Guariglia, A., Liu, X., & Song, L. (2011). Internal finance and growth: micro-
econometric evidence on Chinese firms. Journal of Development Economics, 96(1), 
79-94. 
 
Haat, M.H.C., Rahman, R.A., Mahenthiran, S. & Hamid, N.A. (2005). The factors 
that cause companies to be suspended from the Kuala Lumpur Stock Exchange. 
Institute of Research, Development and Commercialization (IRDC), UiTM. 
170 
 
Harris, A. (2005). Working Capital Management: Difficult, but Rewarding. 
Financial Executive, 21(4), 52-53. 
 
Hasan, A.K., Halil, E.A., Arzu, O.C. & Salih, D. (2011). The Relationship between 
Working Capital Management and Profitability: Evidence from an Emerging Market. 
International Research Journal of Finance and Economics, 62, 61 – 67. 
 
Hausman, J.A. (1978), Specification Tests in Econometrics. Econometrica. 46(6), 
1251-1271. 
 
Hawawini, G., C. Viallet, & A. Vora, (1986). Industry Influence on Corporate 
Working Capital Decisions. Sloan Management Review, 27(4), 15-24. 
 
Henrekson, M. & Johansson, D. (2009). Gazelles as job creators: a survey and 
interpretation of the evidence. Small Business Economics. 35(2), 227-244. 
 
Hill, M.D., Kelly, G.W. & Highfield, M.J. (2010). Net Operating Working Capital 
Behavior: A First Look. Financial Management, 39(2), 783-805. 
 
Hobert, R. & Dunette, M.D. (1967). Development of moderator variables to enhance 
the prediction of managerial effectiveness. Journal of Applied Psychology, 
51(February), 50-64. 
 
Hoffman, V. B., & Patton, J. M. (2002). How are loss contingency accruals affected 
by alternative financial reporting criteria and incentives? Journal of Accounting and 
Public Policy, 21(2), 151–167. 
 
Hoechle, D. (2007). Robust standard errors for panel regressions with cross-sectional 
dependence. The Stata Journal, 7(3), 281-312. 
 
Horngren, C. T. (1982). Cost accounting: A Managerial Emphasis (5th edition). NJ: 
Prentice-Hall.  
 
Horton, R.L. (1979). Some Relationships between Personality and Consumer 
Decision Making. Journal of Marketing Research, 16 (May), 233-246. 
 
Hsiao, C. 2003. Analysis of Panel Data. Edited by A. Chesher and M. O. Jackson. 2
nd
 
Ed, Econometric Society Monograpths. New York: Cambridge University Press. 
 
Irene T.W.K & Lee S. F.  (2007). An empirical exploration into optimal working 
capital management on public listed companies in Malaysia. Proceedings of the 3rd 
UNITEN International Business Conference (UIBMC), 16-18 December, Malaysia: 
UNITEN. 
 
Jaccard, J., Turrisi, R. & Wan, C.K. (1990). Interaction effects in multiple 
regression. Newbury Park, California: Sage Publications. 
 
Jaccard, J. & Turrisi, R. (2003). Interaction Effects in Multiple Regression, Thousand 
Oaks, California: Sage Publications. 
 
171 
 
Jacobs, M.T & Shivdasani, A. (2012). Do you know your cost of capital? Harvard 
Business Review, 90 (7/8), 118-124. 
 
Jensen, Michael, (1991). Corporate control and the politics of finance. Journal of 
Applied Corporate Finance. 4(2), 13-33. 
 
John, T. (1993). Optimality of spin-offs and allocation of debt. Journal of Financial 
and Quantitative Analysis. 28(1), 139-160. 
 
Jose, M. L., Lancaster, C. & Stevens, J. L. (1996). Corporate Returns and Cash 
Conversion Cycle. Journal of Economics and Finance, 20(1), 33-46. 
 
Kajüter, P. (July, 2006). Risk disclosure of listed firms in Germany: a longitudinal 
study. Paper presented at the 10
th
 Financial Reporting & Business Communication 
Conference, Cardiff Business School. 
 
Kaplan, S. & Stein, J.  (1993). The evolution of buyout pricing and financial 
structure (or what went wrong) in the 1980s. Journal of Applied Corporate Finance, 
6(1), 72-88. 
 
Karadeniz, E., Kandir, S. Y., Balcilar, M. & Onal, Y. B. (2009). Determinants of 
capital structure: Evidence from Turkish lodging companies. International Journal of 
Contemporary Hospitality Management, 21(5), 594–609. 
 
Karels G, & Prakash A. (1987). Multivariate normality and forecasting business 
Bankruptcy. Journal of Business, Finance and Accounting, 14(4), 573-593. 
 
Keller, G. (2005). Statistics for Management and Economics, 7th edition: Belmont, 
CA, USA: Thomson,  
 
Keynes, J.M., 1936, General Theory of Employment, Interest and Money, London: 
Macmillan. 
 
Khandtner, S.R. (2005). Microfinance and Poverty: Evidence Using Panel Data from 
Bangladesh. The World Bank Economic Review, 19 (2), 263–286. 
 
Kieschnick. R. L., Laplante, M., & Moussawi, R. (2006). Corporate Working Capital 
Management: Determinants and Consequences. : The Wharton School. 
 
Kihm, S. G. (2007). The Proper Role of the Cost-of-Equity Concept in Pragmatic 
Utility Regulation. The Electricity Journal, 20, 26-34. 
 
Kim, C-S., Mauer, D.S.& Sherman, A.E. (1998). The Determinants of Corporate 
Liquidity: Theory and Evidence. Journal of Financial and Quantitative Analysis, 
33(3), 335-359. 
 
Kitagawa, N & Gotoh, M. (2011). Implied Cost of capital over the last 20 years. The 
Japanese Accounting Review, 1 (2011), 71-104. 
 
172 
 
Koh H.C. & Killough L. N. (1990). The Use of Discriminant Analysis in the 
Assessment of the going concern status of an Audit Client. Journal of Business, 
Finance and Accounting, 17(2), 179-192. 
 
Kolay, M.K. (1991). Managing Working Capital Crises: A System Dynamics 
Approach. Management Decision, 29 (5), 46-52. 
 
Krugman, P. (1999). Balance Sheets, the Transfer Problem, and Financial Crises 
International Tax and Public Finance, 6, 459-472 
 
Lamberson, M. (1995). Changes in Working Capital of Small Firms in Relation to 
Changes in Economic Activity.  Mid-American Journal of Business, 10(2), 45-50. 
 
Landsman, W. R., Nelson, K. K., & Rountree, B. R. (2009). Auditor switches in the 
pre and post-Enron eras: risk or realignment? Accounting Review, 84(2), 531–558. 
 
Lazar, J., Tan, L. L., & Othman, R. (2006). The impact of adoption of FRS on 
Malaysian public listed companies’ financial statement and reporting. Accountants 
Today, June 2006, pp18-21. 
 
Lazaridis, I. & Tryfonidis, D. (2006), Relationship between Working Capital 
Management and Profitability of Listed Companies in the Athens Stock Exchange, 
Journal of Financial Management and Analysis, 19(1), 26-35. 
 
Lessard, D.R. (1996). Incorporating country risk in the valuation of offshore projects. 
Journal of Applied Corporate Finance, 9(3), 52. 
 
Louderback, J.G., Holmen, J.S. & Dominiak, G.F. (2000) Managerial accounting. 
Cincinnati, Ohio: Southwestern. 
 
Louwers, T. (1998). The relation between going-concern opinions and the auditor's 
loss function. Journal of Accounting Research, 36 (Spring), 143-156. 
Mahajan, Vijay, Arun K. Jain, & Michel Bergier (1977). Parameter estimation in 
marketing models in the presence of multicollinearity: An application of ridge 
regression. Journal of Marketing Research, 14 (4), 586–91. 
 
Markman, G. & Gartner, W. (2002). Is extraordinary growth profitable? A study of 
Inc. 500 high-growth companies. Entrepreneurship Theory and Practice, 27(1), 65-
75. 
 
Mansi, S., W. Maxwell, & J. Wald, (2009). Creditor Protection Laws and the Cost of 
Debt. Journal of Law and Economics, 52, 701-726. 
 
McLaney, E., Pointon, J., Thomas, M. & Tucker, J. (2004). Practitioners' 
perspectives on the UK cost of capital. The European Journal of Finance, 10(2), 
123-138. 
 
Menon, K. (2010). Investor reaction to going concern audit reports. Accounting 
Review 85(6), 2075–2105. 
173 
 
Meyers, L., Gamst, G. & Guarino, A. J. (2012). Applied Multivariate Research  
Design and Interpretation, Second Ed, Newbury Park, CA: Sage. 
 
Montgomery, D. (2001). Design and Analysis of Experiments. New York: John 
Wiley and Sons. 
 
Morris, R. (1998). Early Warning Indicators of Corporate Failure: A Critical 
Review of Previous Research and Further Empirical Evidence. Aldershot: Ashgate 
Publishing  
Company.  
 
Myers, S.C. (2003). Financing of Corporations. In Constantinides, G. M., Harris, M. 
and Stulz, R (Eds.) Handbook of Economics and Finance, pp. 215-253. London: 
Elsevier Publications. 
 
Myers, S.C., (1984). The Search for Optimal Capital. Structure. Midland Corporate 
Finance Journal, 1 (Spring 1984), 6—16. 
 
Myers, S. C. & Majluf, N. S. (1984). Corporate financing and investment decisions 
when firms have information that investors do not have. Journal of Financial 
Economics, 13, 187–221. 
 
Nazir, M., & Afza, T. (2009). “Impact of Aggressive Working Capital Management 
Policy on Firms’ Profitability”. The IUP Journal of Applied Finance, 25 (8), 19-30. 
 
Nenkov, D.N. (2012). Dynamics of capital markets and its impact on the cost of 
equity. Current Issues of Business and Law, 7(2), 365–386. 
 
Ng, C.K., Smith, J.K. & Smith, R.L. (1999). Evidence on the Determinants of Credit 
Terms Used in Inter-firm Trade. Journal of Finance, 54, 1109-1129. 
 
Nor Edi Azhar, M. & Noriza, S. (2010). Working Capital Management: The Effect 
of Market Valuation and Profitability in Malaysia. International Journal of Business 
and Management, 5(11), 140-147. 
 
Nur Adiana Hiau Abdullah, Abd. Halim @Hamilton B. Ahmad & Rohani Md Rus. 
(2008). Predicting Corporate Failure of Malaysia’s Listed Companies: Comparing 
Discriminant Analysis, Logistic Regression and Hazard Model, International 
Research Journal of Finance and Economics, 15, 201-217. 
 
Ohlson, J. A. (1980). Financial ratios and the probabilistic prediction of bankruptcy. 
Journal of Accounting Research, 18, 109-131. 
 
Okada,K. (2006). Size Effect and Firm size – New Relationship with value Effect. 
Security Analysts Journal. 44(7). 
 
Opler, T. & Titman, S. (1994). Financial distress and corporate performance. Journal 
of Finance, 49 (3), 1015-40. 
 
174 
 
Padachi, K. (2006). Trends in Working Capital Management and its Impact on 
Firms’ Performance: An Analysis of Mauritian Small Manufacturing Firms. 
International Review of Business Research Papers. 2 (2), 45 -58.  
 
Pass, C. & Pike, R. (1984). An Overview of Working Capital Management and 
Corporate Financing. Managerial Finance. 10 (3), 1-10. 
 
Pass, C. & Pike, R. (1987). Management of Working Capital: A Neglected Study. 
Management Decision, 25 (1), 18 – 24. 
 
Peel, M. L. & Wilson, N. (1996). Working capital and financial management 
practices in small firm sector. International Small Business Journal, 14(2), 52-68.  
 
Pereiro, L. (2006). The practice of investment valuation in emerging markets: 
evidence from Argentina. Journal of Multinational Financial Management. 16, 160-
83. 
 
Petersen, M. (2009). Estimating standard errors in finance panel data sets: comparing 
approaches. Review of Financial Studies, 22(1), 435-480 
 
Pinches, G. E. (1992). Essentials of Financial Management. 4th Ed., New York: 
Harper Collins Publishing. 
 
Pomerleano, M.(1998). The East Asia Crisis and Corporate Finances: The Untold 
Microeconomic Story. Emerging Markets Quarterly, Winter 1998. 
 
Raheman, A., Afza, T., Quayyum,A. & Bodla,M.A., (2010). Working Capital 
Management and Corporate Performance of Manufacturing Sector in Pakistan. 
International Research Journal of Finance and Economics, 47, 151-163. 
 
Ram, S. Sriram, (2008). Relevance of intangible assets to evaluate financial health. 
Journal of Intellectual Capital. 9 (3), 351 – 366. 
 
Reid, G. (1995). Early Life-Cycle Behavior of Micro-Firms in Scotland. Small 
Business Economics, 7(2), 89-95.  
 
Ricci, C. & Di Vito, N. (2000). International Working Capital Practices in the UK. 
European Financial Management, 6(1), 69-84. 
 
Richards, V. & Laughlin, E. (1980). A Cash Conversion Cycle Approach to 
Liquidity Analysis. Financial Management 9, 32-38. 
 
Roper, S. (1999). Modeling small business growth and profitability. Small Business 
Economics, 13(3), 235–252. 
 
Rose, P.S., & Giroux, G. A.  (1984). Predicting corporate bankruptcy:  An analytical 
and empirical evaluation. Review of Business and Economic Research, 19(2), 1-12. 
 
175 
 
Salawu, R.O. (2007). Capital Industry Practice and Aggressive –Conservative 
Working Capital Policies in Nigeria. Global Journal of Business Research, 1(2), 
109-117. 
 
Samiloglu, F. & K. Demirgunes, (2008). The Effects of Working Capital 
Management on Firm Profitability: Evidence from Turkey. The International Journal 
of Applied Economics and Finance. 2 (1), 44-50. 
 
Sandin,A.R. & Porporato, M. (2007). Corporate bankruptcy prediction models 
applied to emerging economies: Evidence from Argentina in the years 1991-1998, 
International Journal of Commerce and Management, 17(4), 295 – 311. 
 
Sauer, T.G. (2002), How may we predict bankruptcy?  Business Credit Selected 
Topic, 104 (2002), 16-17. 
 
Sartoris,W.L. & Hill, N.C. (1983). A Generalized Cash Flow Approach to Short-
Term Financial Decisions. Journal of Finance, 38(2), 349-360. 
 
Sayuddzaman, Md. (2006). Working capital management: A study on British 
American Tobacco Bangladesh Company Ltd. The Journal of Nepalese Business 
Studies, III, No.1 
 
Schilling, G., (1996). Working Capital's Role in Maintaining Corporate Liquidity, 
TMA Journal, 16(5), 4-7. 
 
Schroeder, L.D., Sjoquist, D.L. & Stephan, P.E. (1986). Understanding Regression 
Analysis: An Introductory Guide (Quantitative Applications in the Social Sciences). 
Sage Publications. 
 
Sekaran, U. & Bougie, R. (2010). Research Methods for Business A Skill Building 
Approach. West Sussex: John Wiley & Sons Ltd. 
 
Serrano Cinca, C., Martin, B. & Gallizo, J. (1993, April 28-30). Artificial Neural 
Networks in Financial Statement Analysis: Ratios versus Accounting Data. Paper 
presented at the 16
th
 Annual Congress of the European Accounting Association, 
Turku, Finland. 
 
Sharma, S., Durand, R.M. & Gur-Arie, O. (1981). Identification and analysis of 
moderator variables, Journal of Marketing Research, 18 (3), 291-300. 
 
Shepherd, D. & Wiklund, J. (2009). Are We Comparing Apples With Apples or 
Apples With Oranges? Appropriateness of Knowledge Accumulation across Growth 
Studies. Entrepreneurship Theory and Practice, 33(1), 105-123. 
 
Shin, H., & L. Soenen, (1998). Efficiency of Working Capital and Corporate 
Profitability. Financial Practice and Education. 8(2), 37–45. 
 
Shumway, T.G., (2001). Forecasting Bankruptcy More Accurately: A Simple Hazard 
Model. Journal of Business, 74, 101–124. 
 
176 
 
Singh, J.P. & Pandey, S. (2008). Impact of Working Capital Management in the 
Profitability of Hindalco Industries Limited. Journal of Financial Economics, 6(4), 
62-72. 
 
Smith, K.V. (1973). State of the art of working capital management. Financial 
management, 2(3), 50-55. 
 
Smith, K.V. (1980). Profitability versus Liquidity Tradeoffs in Working Capital 
Management. In Smith, K.V. (Ed.) Readings on the Management of Working 
Capital, pp. 549-562. New York: West Publishing Co. 
 
Smith, M. & Graves, C. (2005). Corporate turnaround and financial distress. Journal 
of Management Studies, 20(3), 304-20. 
 
Stainback, S. & Stainback, W. (1988), Understanding and conducting qualitative 
research, Dubuque, IA: Kendall/Hunt. 
 
Stickney, C.P. (1990), Financial Statement Analysis: A Strategic Perspective. San 
Diego, CA:  Harcourt Brace Jovanovich Publishers. 
 
Stock, J.H. & Watson, M.W. (2005). Understanding Changes in International 
Business Cycle Dynamics.  Journal of European Economic Association, 3(5), 968-
1006.  
 
Stock, J.H. & Watson, M.W. (2008). Heteroskedasticity-Robust Standard Errors for 
Fixed Effects Panel Data Regression. Econometrica, 76(1), 155-174. 
 
Stulz, R.M. (1996). Does the cost of capital differ across countries? An Agency 
Perspective. European Financial Management, 2(1), 11. 
 
Taffler, R. J. (1983). The Assessment of Company Solvency and Performance Using 
a Statistical Model: A Comparative UK Study. Accounting and Business Research, 
13 (52), 295-307. 
 
Taffler, R., Lu, J. & Kausar, A (2004). In denial? Stock market underreaction to 
going concern audit report  disclosures. Journal of Accounting and Economics, 38(1-
3), 263-283.  
Tang, Tony. (2009). Information asymmetry and firms’ credit market access: 
Evidence from Moody’s credit rating format refinement. Journal of Financial 
Economics 93, 325-351. 
Teruel, G. & Solano P, M. (2005). Effects of Working Capital Management on SME 
Profitability. International Journal of Managerial Finance, 3(2), 164-177. 
Titman, S. & Wessels, R. (1988). The determinants of capital structure choice. 
Journal of Finance 43(1), 1-19. 
 
177 
 
Uyar, A. (2009). The relationship of cash conversion cycle with firm size and 
profitability: An empirical investigation in Turkey. International Research Journal 
of Finance and Economics, 24(2), 186-193. 
 
Van Horne, J. C. & Wachowicz, J. M. (2000). Fundamentals of Financial 
Management, 11th Ed: Prentice Hall. 
 
Wang, Y.J. (2002). Liquidity Management, Operating Performance, and Corporate 
Value: Evidence from Japan and Taiwan. Journal of Multinational Financial 
Management. 12 (2), 159- 169. 
 
Waterhouse, J. & Tiessen, P. (1978). A contingency framework for Management 
Accounting System. Accounting Organization & Society, 3(1), 65–76. 
 
Weinraub, H. J. & Visscher, S. (1998). Industry Practice Relating to Aggressive 
Conservative Working Capital Policies.  Journal of Financial and Strategic 
Decision, 11(2), 11-18. 
 
Weinzimmer, L. G., Nystrom, P. C. & Freeman, S. J. (1998). Measuring 
organizational growth: Issues, consequences and guidelines. Journal of Management, 
24(2), 235-262. 
 
White, M.J. (1989). The corporate bankruptcy decision. Journal of Economic 
Perspectives, 3 (2), 129-151. 
 
Wilson, R.L. & Sharda, R. (1994). Bankruptcy Prediction Using Neural Networks. 
Decision Support Systems, 11, 545-557. 
 
Wooldridge, Jeffrey M. (2009). Introductory Econometrics, 4th ed. Florence, KY: 
Cengage Learning. 
 
Yang, X. (2011). The Role of Trade Credit in Recent Subprime Financial Crisis. 
Journal of Economics and Business, 63, 517-529. 
 
Yusuf, B.R. & Idowu, K.W (2012). An Investigation of the Effect of Aggressive 
Working Capital Technique on the Performance of Manufacturing Firms in Nigeria. 
International Research Journal of Finance and Economics, 96, 1450-2887.  
 
Zainuddin, Nasruddin. (2006). Liquidity-profitability trade-off: Is it evident among 
Malaysian SMEs? International Journal of Management Studies, 13 (2), 107-118.  
 
Zariyawati, M.A., Annuar, M.N., Taufiq, H & Abdul Rahim, A.H. (2009). Working 
capital management and corporate performance: Case of Malaysia.  Journal of 
Modern Accounting and Auditing, 5(11), 47-54. 
 
Zedeck, S. (1971). Identification of moderator variables by discriminant analysis in a 
multipredictable group validation model. Journal of Applied Psychology, 55, 364-71. 
 
Zorn, Lorie, (2007). Estimating the Cost of Equity for Canadian and U.S. Firms, 
Bank of Canada Review, (Autumn), 2007.   
